Financial  Record 

of  the 

Union  Government 

The  financial  record  of  the  government  is  one 
which  can  be  pointed  to  with  justifiable  pride.  The 
best  test  of  its  merit  is  that  Canada  carne  out  of  the 
war  financially  better  than  any  of  the  belligerent 
countries,  except  the  United  States  which  of  course 
was  only  in  it  for  a  short  time.  Our  securities  stand 
tod^ly  as  high  or  higher  than  those  of  any  other  coun- 
try in  what  is  today  the  greatest  market  for  foreign 
securities — New. York.  Our  national  debt  is  smaller 
per  capita  than  that  of 'all  the  principal  countries  of 
the  world,  except  the  United  States.  Bearing  in 
mind  that  before  -the  war  our  capital  requirements 
were  financed  by  Great  Britain,  and  that  during  the 
war  and  since  the  Armistice  we  have  had  to  provide 
our  own  capital  requirements,  and,  in  addition,  ex- 
tend credits  to  other  countries,  the  situation  of  the 
country's  currency  is  quite  remarkably  good.  The 
percentage  of  our  gold  reserves  and  the  Dominion 
and  Bank  Note  circulation  is  43  per  cent,  as  compared 
with  25  per  cent,  for  Great  Britain  and  55  per  cent. 
for  the  United  States. 

While  opinions  may  vary  as  to  the  wisdom  of 
some  of  the  financial  steps  taken  by  the  government, 
it  is  generally  admitted  that  the  national  finances 
were  handled'during  the  period  of  the  war,  and  espe- 
cially since  the  formation  of  a  Union  Government,  in 


a  manner  which  maintained  the  high  standard  of  the 
credit  of  the  country,  stabilized  and  encouraged  trade 
and  commerce,  provided  the  requisite  increased  cur- 
rency to  cope  with  the  increased  cost  of  commodities, 
and  enabled  production  of  all  kinds  to  be  kept  up  to 
the  maximum. 

Perhaps  the  wisest  stroke  of  business  done  by 
the  government  was  the  granting  of  credits  to  Great 
Britain,  France,  Belgium,  Greece  and  Roumania  out 
of  the  proceeds  of  the  Victory  B^nds  so  generously 
and  widely  subscribed  for  by  the  Canadian  people. 
These  credits  were  absolutely  necessary  to  enable 
Great  Britain  to  continue  in  the  war  and  to  avoid 
disaster  to  Canada,  as,  without  them^  the  products  of 
our  farms  and  our  factories  urgently  required  for  the 
prosecution  of  the  war,  could  not  have  been  paid  for. 

The  credits  to  the  other  countries  which  were 
granted  after  the  Armistice  were  likewise  necessary 
to  tide  our  producers  over  the  exceedingly  difficult 
period  between  the  close  of  the  war  and  the  full  re- 
sumption of  peaceful  pursuits.  Instead  of  the  sniping 
criticism  offered  in  Parliament  by  shallow-minded 
men  bent  only  on  securing  political  advantage,  the 
government  is  entitled  to  the  greatest  credit  for  its 
foresight  and  wisdom  in  extending  these  credits. 

Adverting  to  taxation  measures,  the  government 
waslby  no  means  unprogressive  or  lacking  in  courage. 
We  shall  briefly  recount  some  of  the  more  important 
of  these  measures  adopted  since  1917. 

By  Order-in-Council  the  Government  took  as  a 
tax  50  per  cent,  of  all  profits  of  packers,  between  7 
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and  15  per  cent. — and  took  all  the  profits  over  15  per 
cent.  In  addition  the  Packers  had  to  pay  the  ordin- 
ary Business  Profits  Tax.  The  net  result  is  that  the 
maximum  profit  the  packers  could  keep  was  less  than 
10  per  cent. 

The  Business  Profits  Tax  which  called  for  pay- 
ment to  the  government  of  twenty-five  per  cent,  of 
all  profits  earned  on  business  over  seven  per  cent,  and 
up  to  fifteen  per  cent ;  fifty  per  cent  on  profits  between 
fifteen  and  twenty  per  cent ;  and  seventy-five  per  cent, 
on  profits  over  twenty  per  cent,  was  renewed  and  kept 
in  force  on  that  basis  until  this  year  when  reductions 
were  effected. 

On  the  aforesaid  basis,  that  business  profits  tax 
meant  between  35  p.c.  and  40  p.c.  of  all  profits  earned 
over  7  p.c. — a  very  substantial  tax  indeed. 

The  reduction  in  the  business  profits  tax  effected 
this  year  is  as  follows : — 

Exemption  of  profits  is  raised  from  7  p.c.  to  10  p.c. 

The  tax  is  20  p.c.  on  profits  m  excess  of  10  p.c.  and 
not  exceeding  15  p.c. 

The  tax  is  30  p.c.  on  profits  in  excess  of  15  p.c.  and 
not  exceeding  20  p.c. 

The  tax  is  50  p.c.  on  profits  in  excess  of  20  p.c.  and 

not  exceeding  30  p.c. 

The  tax  is  60  p.c.  on  profits  in  excess  of  30  p.c. 

The  income  tax  was  increased  in  1918,  again  in 
1919,  and  again  this  year.  It  is  now  as  follows : — 
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The  income  tax  on  corporations  was  increased 
from  4  p.c.  to  6  p.c.  and  this  year  from  6  p.c.  to  10  p.c. 

In  1918  the  excise  duties  on  tobacco,  cigars,  cig- 
arettes were  doubled,  and  a  special  excise  duty  of 
10  p.c.  was  imposed  on  automobijes,  jewellery,  grama- 
phones,  phonography  mechanical  piano  and  organ 
players  and  records,  whether  manufactured  in  Canada 
or,  imported. 

Tariff  reductions  were  made  in  1919  as  follows : — 

A  reduction  from  27^  to  15  p.c.  on — 
Cultivators.  « 
Harrows. 
Horse  rakes. 
Seed  drills. 

Manure  spreaders  and  weeders. 
And  complete  parts  thereof. 

A  reduction  from  27j4  to  17j^  p.c.  on: — 
Plows, 

And  complete^parts  thereof. 
Windmills, 

And  complete  parts  thereof. 


Portable  engines  and  traction  engines  for 

farm  purposes. 
Horse  powers  and  threshing  machines. 
Separators  and  appliances  therefor. 
.A  reduction  from  32J/2  to  20  p.c.  on : — 
Hay  loaders. 
Potato  diggers; 
Fodder  or  feed  cutters. 
Grain  crushers. 
Fanning  mills. 
Hay  tedders. 
Farm  road  or  field  rollers. 
Post-hole  diggers. 
"Sneiths,  and  ether  agricultural  implements 
including  farm  wagons. 
The  average  duty  on  all  agricultural  implements 
in  1910  was  20.2  per  cent.      That  average  has  now 
been  reduced  to  14.6  per  cent.     Even  under  Recipro- 
city it  would  have  been  17.3  per  cent. 

The  Customs  War-Import  Tax  of  Ty^  p.c.  was 
removed  from  cement  and  the  ordinary  Customs  duty 
was  reduced  from  10c  per  100  lbs.  to  8c  per  100  lbs. 

In  that  year  also  the  Government  wholly  repeal- 
ed the  five  per  cent.  Custonris  import  war  tax  under 
the  British  Preferential  Tariff,  and  removed  the  Cus- 
toms 7^/4  p.c.  war  import  tax  from  the  following  im- 
portant commodities: — food  stuffs,  linen  and  cotton 
clothing,  woollen  wear,  boots  and  shoes,  fur  caps  and 
fur  clothing,  hats,  caps,  hoods,  gloves  and  mitts,  col- 
lars and  cuffs,  hides,  skins,  leather,  harness  and  sad- 
dlery, agricultural  implements,  petroleum  oils,  min- 
ing machinery  and  bituminous  coal. 
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The  estimated  loss  in  Customs  revenue  from 
these  reductions  in  dut)?-  was  estimated  by  the  Fin- 
ance Minister  at  seventeen  million  dollars. 

Sir  Henry  Drayton,  who  succeeded  Sir  Thomas 
White  as  Finance  Minister,  brought  down  this  year 
what  is  perhaps  the  best  balanced  Budget  that  Can- 
ada has  ever  had.  It  was  characterized  by  courage 
and  bold  initiative.  Sir  Henr}^  made  a  frank  and  clear 
statement  of  the  financial  position  of  the  country, 
and  showed  that  the  national  debt  was  greater  than 
it  appeared  on  paper,  due  to  the  fact  that  certain 
assets  were  non-productive.  For  this  he  received 
much  credit  from  both  sides  in  Parliament  and  from 
the  Press.  The  Finance  Minister  further  gratified 
most  elements  in  the  country  when  he  said  the  time 
for  borrowing  had  gone  by,  and  that  there  would  be 
no  more  loans  if  he  could  possibly  help  it.  He  took 
the  firm  strong  stand  that  we  must  pay  as  we  go,  and 
must  tax  ourselves  accordingly.  His  new  taxation 
measures  were  novel  and  strikingly  efficacious.  With 
the  object  of  curtailing  extravagance,  which  has 
been  rampant  on  every  hand  to  an  astonishing  de- 
gree, he  imposed  stiff  excise  taxes  on  a  very  wide 
range  of  luxuries,  whether  or  not  they  are  imported 
or  manufactured  in  Canada.  In  the  main  these  luxury 
taxes  have  met  with  general  approval.  They  serve 
the  double  purpose  of  checking  extravagance  and 
bringing  home  to  the  minds  of  the  people  the  actual 
financial  condition  of  the  country  as  a  result  of  the 
war. 

Sir  Henry  also  imposed  a  sales  tax  of  one  per 
cent,  payable  by  manufacturers  on  all  sales  except 
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foodstuffs,  and  one  per  cent,  on  similar  sales  by  whole- 
salers. In  cases  of  sales  by  manufacturers  to  retailers 
or  consumers,  the  tax  is  two  per  cent.  Similarly  the 
tax  applies  on  goods  imported.  This  is  perhaps  the 
simplest' and  most  scientific  direct  taxation  method  of 
getting  large  revenues  that  has  been  devised  for  a 
long  time.  The  smallness  of  the  tax  makes  it  com- 
paratively easy  to  bear,  and  being  spread  over  prac- 
tically the  whole  range  of  commodities  except  food- 
stuffs, it  ensures  that  the  revenue  therefrom  will  be 
very  large  and  it  is  hoped  sufficient  to  meet  the  situ- 
ation. 

At  one  stroke  Sir  Henry  wiped  out 'the  7j/2  war 
import  tax;  he  also  increased  the  income  tax. 

There  was  no  serious  criticism  in  Parliament  of 
these  new  taxation  measures ;  the  sales  tax  was  gen- 
erally commended.  The  only  criticism  offered  was  in 
regard  to  details  of  the  luxury  taxes.  Perhaps  the 
best  evidence  that  could  be  advanced  as  to  the  sound- 
ness of  these  new  taxation  measures  is  that  not  a 
man  in  Parliament,  not  a  writer  in  the  Press,  not  a 
business  man  or  delegation  submitted  an  alternative 
to  them  of  a  practical  character. 

A  very  important  fact  worthy  of  emphasis  is 
that  the  Opposition  in  Parliament,  Liberal,  Farmer 
and  Labor,  have  not  been  able  to  place  their  finger 
upon  one  single  dollar  of  wrongful  or  dishonest  ex- 
penditure.    ^ 

It  might  be  of  interest  to  point  out  that  from  the 
1st  April,  1916,  to  the  16th  August,  1920,  the  total 
sum  collected  under  the  business  profits  war  tax  was 


no  less  than  $124,241,811.  This  tax,  a^  previously 
stated,  amounted  to  between  thirty-five  and  forty 
per  cent,  of  profits  realized  over  seven  per  cept. 

The  total  income  tax  collections  up  to  the  7th 
August,  1920,~  amounted  to  $34,425,662.  These  are 
now  increasing  very  rapidly. 

For  the  five  fiscal  years  ended  on  March  31st, 
1915,  the  excess  of  the  country^s  imports  over  exports 
amounted  to  $825,521,490.  For  the  next  suceeding  five 
years  ended  on  March  31st  last,  this  excess  of  im- 
ports was  not  only  overtaken  but  our  exports  ex- 
ceeded our  imports  by  $1,803,442,233.  In  this  one  re- 
sult, helped  on  and  in  large  degree  brought  about  by 
courageous  and  progressive  governmental  action,  lie^ 
the  main  reason  iox  the  comparitively  strong  position 
this  country  enjoys  to-day.  This  is  the  time  :^or  the 
people  of  Canada  to  think  and  think  steadily.  The 
Government's  ap"peal  is  no]^  on  the  glories  of  any  tra- 
dition, it  is  on  the  plain,  undisputed  record  of  good 
work  done  for  the  country. 


